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We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

You-have asked the Division of Corporation Financeforno-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of
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securities that they would be deemed to beneficially own within the MS

Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule Oa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

13f of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatmerit of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of1 the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions.1 This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim eth Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB
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This Jotter nais cc ii

re9ue
.1rtenporary reliefQnbaifofMorgan

Stanley Smith Barney LW M$1i and Its twO ultimate parents Morgail Stanley

and together with its affiliates other than toldings.as defined

below MSSB and other direct and indirect subsidianes of Hlldings the Morgan

jpJev ParheS and Cingroup Inc Citigroup and together with its affiliates other

than Hoklirigs MSB.and.othedhtct and indirect subsidiarie of Holdings the

çjj.p Spethficatiythe pUrposO ofthis.Ittd is to requestthat the Staff

the 5mW of the Thvison of Corporation Finance and the Division of investment

Management dfche.Secerities and Exchange CQrnnhisskin the Commission or the

SEC confirinthat thO would ndtthC that it.tke

eareeinent action aganst MSSB1 the Morgan Stardey Parties or the Citigroup Parties

4U4SeCtIQU 13 and.$ tin .Qfthc.SecuritiŁThcchangeActtif

dIscuse mi er belOw the businesses heing contributed.tothe joint ventureswill

include certain non-U affiliates which wdt be separate subsidiaries of Uoldmgs as
defined blOw Forpurposesofthk discussion MSSB will include Holdings and such

afflliatesnotwithstimding th fat that suOb affiliates technically will be separate

subsidiades.offlokjings

and Citgroup 0O1

Afl3Zil28O.i3
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Af and Rule Ha3T thereunder if MSSB the Morgan Stanley Parties and the

Citigroup Parties temporarily report positions.on the basis described below

Toprovide you with tiecessary background.Part of this iØteprovides

summary Of the Parties resptive reporting obiigtjoisand the relief requested .Pait.l1

provides an overvi of the formation and structure of MSSB Part Ill provides

discussion oI.the management and structure of MSSB expected to bein place on the

closhiofthettansaction lart IV provides temponuy Foposal fo nionitoring and

reporting wider Sections 13 and 16 and on Fonn SB assuming the requested relief from

the Staff is granted and summarizes the intentionsibrsnch.ntonitoring and reporting

af1ci they period for requested .lief has passed Part provides rationale for the

relief

Qverview of Regul red Reporting and Requested ReIitf

Required Reporthig4s of Legal Di 4jjif
As.discussed more ju1ly in this letter Morgan Stanley and Citigroup will irtitialiy

indirectly own 51%. and 49h respectively of MSSI3 and each i1l have certala board

representation and other rights As result each of Morgan Stanley and Citigroup

believes that under Sectin 13 and Section 16 asof gal Day One as defined below
.andabsentreiief it would be required to either

aggrogatd securities beneficially owned by
it with securities beneficially owned by all of MSSB or to implment ppmpriate
information barriers to allow it to disaggregate from MSSB for these purpoies
accordance with th SLC disaggregatiori guidance in its Release No 34-39538 January

12 199 including the use of iafornratiôiibarriers.fthe Dijon.Guine
Absent relief on Legal Day One MSSI3 would be required to separately report the

securities it beneficially owns Also on Legal Day One ahsent relief eitheri each of

Morgan S.trnly Citigroupand MSSL3.would be requinid to eort on.Porms I3FÆnd$1.I

We note that in tiany instances where MSSB may have reporting requirement it may
report jointly with one or more of its parents

3Each of Morgan Stanley and Citigrotp curreiitIyJilesne Form l3F and oneForm SIT

report far all of its.affihiated cntitis

Confidtrniial TreairnentRequsid by MSS Morgan Smoky and Citigroup QO2
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.jositiôits with qóover hi it respectively

or in which it baa reportable 4iort posnqn or engages in reportable shert transaction

or iiMorgan Stanley would beieqnired to aggregate and report seen enver which it

uwestntent disoretion or in which it has
reportable short position orenages in

reportitbie short transaodoii with all securities over which MSS1 ha westirtent

discretion or rn which it has repertabk short position or engages in reportable short

transection aitd Ciii p.wouidrep purately on the securities .ovör whkhh .h
ziwetment discretion or in which it has reportable short position or engages in

reportablesho4 tstion

RequedRthef Legal Dqy One Tbrozigh the 4phcabk Relief Period

as defined below

The patties raquest relief such that with
respect to the Moijan tinl1yarses

and the Citigroup Paisuntil the earlier ofl the date oti whidi orgati $tanleyor

Cittgroup as the case may be can disaggregate its position niomtonng orrepomng from
or aggregate its positloli monitoring and reporting with MSSI3 itt each ease consistent

ith the reporting method described in Pert bela or September 30 2009 and
with respect to MSSB until the earlier ofI the date on winch each of Morgan Stanley

and Citigroup can disaggregate Its position monitoring and reporting from MSSI3 or

September 30 2009 in each eaa such peiiod is referred to as the itpphcabte 11Iif
lnf for such party for purposes of Seetin 13 and Section 16 nportmg

The Morg$tanlcy Patties wdt aggregate attd report Th scures they

be ci iojnutsideMSSB whh the securities that they would be deened to

beneflelaftyown within theMS Channel defined bo anaetdude
the securities thatthev would be deemed to benefkiafly own within the L3
Uiannel as defined beLow
The Citigroup Patties will aggregate and report the sccuritis they beneficially

own outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel and may exclude the securities that they would be

deemed to beneficially own wifflin the MS Channel and

.MSSB s.viItIiiot..sepatte1y report securities benefichdlyownód.by it

Partes also i11e1te ftàPeiod
forpurposesofBormsIEan4H

The Morgan Sanley Parties will include the securifies over which they have

investment discretion Or in which they have reportable short position or eigage

Inc reportable short sale with the securities over which the MS Channel ha
investment discretion or in which it has reportable short position or engages in

reportable short sitl and may exchi4e 4e securities over whkh the SB

5I5
cnAkniiai Fcea qustd1 MSSi$ Mor nl4CngmupO3
A1/3O252iG 13
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FOIA CONFIDENTIAL TREATMENT REQIJESTEI FtJRSUANTTO 17C.FJ 200.81

During the Citigtoup1arti Reflef..perio4the securities held by theSE

Channel will be reported by th Citgroup Parties During such Relief Period the

Citigroup Parttei will include legend on their Form 13 reports and Form Sf1 reports to

indicate that such reports include securities held by the SB Channel During the

Citigroup Parties Post-Relief Period as defined below the Citigroup Parties will not

port.for cuber the SB ChÆænelqtMSS

Dtnng the Morgan Stanley Parties Ref Petiod the seurthes held by the MS
Channel will he reported by the Morgan Stautey Partfes During such Relief Pirtod tho

Morgan Stanley Partieswill inelde iegnd ott their Porm 3F reports and Forni Sf1

reports to indicate that such reports include securities held by the MS Channel

During the Morgan Stanley Parties Post-ReilefPeno the securities held by

MSSB ma be reported the Morgan Stanley Parties in which caseth Morgan Stanley

Parties will include legend on their Form 1W reports and Form SH reports to indicate

that such reports include ecunttes held by MSSB Under such Circumstances MSSB
will subaut notleereports to state that MSSJ3s repotrableeeunties are included on the

Morgan Stanley 1artie toffit 131reports and Form SE reports as applicable

AltenuitweIy during thd Morgan Stanley Partics Post-Rehet Period the securities held

by M$SB may be reported by M$4

Therefore no later than October 1.2099 the Citigroup Parties wilt not report

on eitherForm 13F or.FOrntSH any securitieoyer whichMSSB has inVestment

Channel has investment discretion or in which it has reportable short position

or engages in taportable short sale

The Citigroup Parties.wiIl include the securitlea.over which they.liave

rnvestment discretion or in which they have reportable short position or engage

in reportable short sale with the securities over 4uch the SB Chann1 has

uwestment discretion or in which ititas reportable short position or engages in

reportable shoit sate and may exclude the securities over which the MS
hanneL has investment discretion or in which it has reportable short pQsitton

or engages in repodab etrt sale and

MSS wilt inke notieei4tin4 idicate that secunnes over which it has

nwestment discretion or in which it has reportable short position oi engages hi

teportabte short sale are included at reports by the Morgan Stanley Pilties and

the Citigroup Parties

ta.LrP
nfiddal Tm bLM5taóly 4igreip-OQ4
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disctetion eIther the Morgan Stanley Parties or MSSB will report on.Form 3F
and Form 511 all securities oer whuh MSSI3 has investment discretion4 ft ts antt.ipatd

that SSB will be included as an othcr included manager on the Morgan Stanley Parties

Form 13F holdings reports and Form 511 entries reports and MSSI3 will continue tQ

make notie filings with respect to both Form 13F and Form SH at some point during

calendar 2ff1

Following Relief Periods

Eollowing the applicable partys Relief Period with such petiod as it reLrs to the

applicable pariy referred to as the Post-Relief Period for purposes of Section 13 and

SectIon 6.reportiag

The Morgan Stanley Parties will either aggregate the securines they

beneficially wn outside MSSI3 with all Securities beneficially owned by MSSB
or imnlement appropriate information barriers to allow them to disaggregate

from MSSI3 for these purposes in accordance with the Disaggrngation Gtiidance

The Citigroup Parties vull implement appropriate information barriers to allow

them to disaggveate from MSSI3 in accordance with the thsaggreganon

Guidatice and tecordhigly will report onlythose securities e1eybeneficially

outsidC MSB and

Where reqmred MSSB will separately report the securities it beneficially owns
either in stand-alone filing or ajonit filing with the Morgan Stanley Parties

pursuant toRule 13d4k or .16a-3j as applicable

With respecvto Forins 13F and SF either

the Morgan Stanley Parties the Citigroup Partks and MSSB .iU separately

reporL the securities over w4ticb they rcspectivet.have invesiment discretion or

has reportahle shoripositiöæ or engge in reportable short sale or

The parties recogn ize that Form SF1 adopted pursuant to temporary rtdc settó

expire.tn August 2009and evpeettol.follow.asimilarapproach with respect to any

successor rule and/or form

Morgan Snthley currently expects to disaggregate fram.MSSI3 but the timing for Such

disaggregationiE tmcertain

Contidenti Treatmeni Rquetdby M$SI3 S1atticyandCtigrep

A1025250i3
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The Morgan Stanley PartieswilI inehid.iritheirnportsthesevurities over which

they has investmentdiseretion or in whkb they have repOrtable short position

orengag ina reportable short sale and all securities over Which MSSB has

investment discretion or in which it has reportable short position engages in

reportable short sale and will include legend on the front page of such report

indicatathatIntbrination.regardingMSS13 is Included wlthn aild the

Citigroup Parties will report separately only The securitIes wer which they have

mvestinent discretion oi in which they have reportable short
position or engage

int rtportablc shorisale

In the case of the sccond of the to options above MSSB will make notice

filings to indicate That secunties over which it has investment discretion or in

which ithas rp bleshortIpositionor engages III re LI bk short sale are

included in reports by diganStaiilŁy Parties

Df.epnrties applicable R1ief dsnd PbstReli tis.The securiles held

by the Channel aridtheMS Channel wiliÆtall times be u1Æreporting

thbgation by at least one of the Morgan Sianle Parties the Citigroup Parties and MSSB

II Description of MSSB and the Transaction Creatin MSSB

MSSB is Delaware limited liability company fonnedonFebmary .2U9 All

menibership interests in MSSIiare owned by Morgan Stanley Smith Barney Holdings

LLC aiYelaware limited iiibil comany lçljg

Holdings and MSSJ3 were formed pursuant to Joint Venture Contribution and

Formation Agreement dated as of Jannary 13 2009 the gtm9jf by

MorgaivStanley tO th ifribulion Aieitid
subject to the complótton of defliutLve limited liability comparyagreement to be

catered into at the closmg Citigroup and Morgan Stanley have agreed to contribute

businassesto MSSBthe COntributed Rusfriess With certa in

exceptions the Ciugroup Contributed Businesses the SB Channermclude Citigroup

retail brokerage and futures business operating under the name Smith Barney in the

United States and Australia and under the name Quitter in the United Kingdom Ireland

and Ibu Channel IsIands With certain exceptioæs the Morgan .StarilóConttibuted

Businesses the MS Cbanpj and olletivel with the SB Channel the hjnncW
include Morgan Stanleys Global Wealth Management business nnd its private wealth

management business on worldwide basis In the United States the Citigreup

Contributed l3usinesses are conducted principally within Citigroup OIbaI Markets inc

____ Citigroup subsidiary and the Morgan Statiley Contributed Busmeses are

conducted within Morgan Stanley CoW incorporated Morgan Stanley

subsidiary The pximary business of MSSB.willbe retail brok age attd.private wealth

management Although MSS13 through the MS Channel as defThod in the panigraph

abovewiIJ engage ma limited amount of Section 13 eligible principal.trading such

LP
Confldenttal reatmern Requsicd MS Morgtn Slankv Carup IXi6

A73O2Sfl
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fradingis xpi tG and oxpeeted
to represent relatively small

portion
of i1 overall actlvthes The institutinai busuiesaes

fMS and.CQM sugh .asunderwriting isirig on Imerger and acquisitións and

intitntioaal and propnetaty trading and underrthng will remain in MS and CGMJ and

are bot being contributed to MSSB

it is thei tiowhigroup and Morgan Stailey that fol wing the.closing of

the transaction the Contributed Businesses currently conducted by COMI and MS in the

United States will be conducted by MSSB tn substantially the same fashion with certain

limited modifications The closing efthe transaction is expected to occur as of May 31

2009 the Closina Date and June 20G the
target first day of MSSB operations

gal Dv MSB business will be earned out by appmximaley O00
financial advisers in the United States wltose registrations viU transfeiTed to MSSB
FotLeal DayOne..de th.the th .and..coniitfihe combinôd.entitMSSB
intends to make as few changes as possible to legacy organiittonal operational and

supervisory structures as they currently exist in CGMI and MS Most sigmfieantty for

certain period of time the US customers of the SB Channel will continue to havethclr

transactions cleared thrbugh and have their cuiOmer acounta cimtodied and cart led by
CGMI and ustomCrsof the MS ChanneJ wtll continue to have Iheir transactions

cleared througb and have their customer accounts eustodied and carried by MS As part

of this cleathig function the tbded by MS.andICGI.l will iriclntk

clearing and settling scnriues transaCtiofta providing trade confirmations and customer

statements and perfoxining cextain easiuermg functions custody services and related

services number of ftmctxns including regulator compliance and anpervxsoiy areas
will be i.oordmated and ahned and others VIII be centralized pursuant to umbrelta

programs and policies that will overlay the legacy programs and polices of The two
Channels Over tune and following the parties applicable Relief Periods it is expected

thatthe two Channels will be integratedinto one operation arid that ultimately MSSB
wiLl become fully self-clearing and custody and carry its own customer accounts

At the close of the transaction through various subsidiaries Morgan Stanley wilt

own 51% of Holdings and Citigmup will.own 49%ofHoldings Asnoted ahve the

Contrthuted Busutesse wilt include certain additional non-U affiliates Morgan

TheMS Channeienploysa.fiill.tiine fixed ineonxe1fltmding.business collectively

the .Lk. This.De maintains proprietaty InntV for client trÆde.facilitatin and

for proprietary tradii purposes

QO
A/7302S250J3
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Stan hy and..C itigroup all Of whose ho1dings in SEc isó .icüiities will need to be

takon into account Tht thóiitohgandftpothngpnrp.se

ilo1ding will niauagedby boardef dirctors ting four Morgan

Stanley designees two Citigroup designees and the senior-most operafing executive of

Hc1dwgs subject to certain requirements Board decisions will be made or delegated to

l4inginanagenicnt by majoiity votO provided th$ each of Morgan Slanley and

Cit%roup will have veto rights with rept to certain matters

provided iC
the third fourth and filTh anrnversartes the closing upon ehang iocontrol4

Caigroup which ultimately may give Morgan Stanley full eontrol oH4eldings Citigroup

will be ptovtded certain put rights exercisable upon change in control Morgan
Stanley or under certain circumstances following the sixth

anniversary the closing

Both Morgan Stanley and Citigroup will be sutect to certain restrictions on transfers of

interests in Hokhnp and on operating acquiring or holding entities that engage in certain

restricted businesses Eadi will havŁustomary registration rights from the earlier.ofan

IPO and tlc sixtb anniversary of dosing

Prior to and following the dosing MSS1 will work to integrate the information

technology ff systems4or both Channe Due to the massive scale of the joint

venture howvcrcreatngan integrated IT system from thcCGMI an4MS legacy II

systems will require extensivC changes to multiple 5ystems covenng range of business

uses and multiple client co1nmunioatiois and some time there will be both product

dsysten.dissonance

ilL Strutre of.MSS

Manqgernemq QfLegaiD Oi

As of Legal Day Qiic the .MS$B executivenianagcinentteami expected tobe

in place Most members of the MSSB executive management teant wili be employed full

time and will provide all of theirprofesstoil Services MSSL 1fowever at some

instances certain wembers of the team will have additional responsibilities at their

respective legacy ernpkiyers at least Through The transition period James Gormae the

Cltairnian.and..CEOefMSSB will cO iºiobeanexeeutivi4fMorgn Stanley

Likewise certain other members of MSSfl management will retain

responsibilaics at Morgan Stanley in administrative functions including operations IT
human resources and legal However it is not currently anticipated that any of these

people will be involved in directing effeetin or recommending fraasactioos at securities

or voting securities on behalf of MSSB or Its cuatomers There will be other MSSII

peoplewbo may have ongoing responsibil ities at Morgan Stanley aitdior who will be

MC LU ctraarrna f3
A13O255iJ3
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involved in directing the.voting and invetàotófseijtjesatdSSB Hwever hi light

of the protections to be implemented See Information Barriers blw MSSI3 and

Morgan Stenley will not share uformation about their respective customers tradmg or

their
proprietary trading ecepL as necessary to mdicate the existence of inventory or to

an MSSB trade In addition in order to satisfy various Emanetal Indtistiy

Regulatory Authorny requirements gatdnig review of resrcb distributed and

m4rketmg materials created by MS8B there beiiliintted nwnber oemphyees of

the Citigroup and Morgan Stanley affiliated breler.kalers iho will be dualy-registered

with MSSB for certain period Uesptte the cwerlapping rcspons builties of these

individuals during the parties applicable Relief Penods based on ithe separate nature

of the two Channels the two CbannJi independent processes frniakwtg voting turd

investment decisions as described tbrther heki and ui certain
protections

that

MOSIaIIIeyaIIdcItIgrOUp WilIi pleiut M.described furth belewvothig and

investtaent decisions in thet Charmel will becons1steut with the proposal

morutormgandreporting durmg parties irppticabie Relief Periods

iorioio J1 Jagin4Other

As discussed further berein the integration of the IT systems is very extensive

and diffleult undertaking that will take months to complete Likewise Integrating the

t%so Charinel employees facilities and other systems will be challenging Physieal

space will be integtateda ter.Legal Day One Only 55 iease .eI andthe

rationale favors combinma facilities Systems other than the iT systems will be

integrated only as necessary to appropriately account for MSSI3s operations Executive

management of MSSI3 will share space in Westchester County New York as of Legal

Day One However generally employees will continue to iiork in the offices in which

they currently work and on the systems which they currently work Th integration

process will be gradual an4 will take 224 months to complete With few exceptions

.uittOthaend of the Relief Peti iothpartios The.two
operate iodependentiy.

C. PiIgardInvethnen irnjri1P Dm.fiighRferiods

Vong and investment Diretion within theJ...Cb1

Within the MS Chinne1 methodology for otip anccut decisjons.is

as bfljws

Fot.caslonwraccowrtsover uhid.the MS Channeihas dretiowry
authorty MS Channel

representatives make independent investment

decisions for accuisovewbictithey htw$ heeflgr5flte4

discretionary authority by the eustomCt These decisions are made

mdepcadent by the representatives theniselves and are noKordmated

among die representativà MS Channel rópr nbtyedO make

CoIcniirl ir Requadbv Ms.SB 5M Snnhi nC gmt tl9
7.1O23iti



May 29 2009

Page 10

FOIA OHF1DEN11AL TREATMENT REQUESTED PURSUANT TO 17 C.F.R 200.S1

voting decisions with respect to discretionaiy cp.stoiner accounts

Rather the MS Channel transfers thscretionar otmg authority to third-

party proy advisory firms g.RiskMe1ries which vote the securities

based on their own voting reeoOimendations ln.rare instttnces.ae MS
Channel votmg conuuruee may override the prmiy advisory firm voting

recommendation or make the voting decision when the proxy advisory

firm has no recommendatm This same proceas..applies..to

discretionary custonier accounts where the .custmer requests that the MS
Channel as client service matter vote proxies on behalf of the

customer

Fot MS Channel ihird-partv managed account progrqms The MS
Channel is not granted discretionary authority over third-party managed

accounts either with
respect to investment dcisioii ii voting Rather

MS Channel customers grant voting and 1nestment discretion to the

third-party manager of theaccount Accordingly the third.party manager

makes voting and investment decisions..for the customers in these

managed acourtt

ii and-n etnjent Diaretioa within the SB channel

Within the 513 Channel the methodoogy for voting.aM investment decisiotts is similar

orcsomer accounts over whIch the .513 Chatmel hasdiscretionar

authOrity The SB.Channe has personnel who develnpseetor al1oittion

targets which are then shared with individual financial advisors or are

flpj into investment advisory accounts For most discretionaiy

accounts the financial advisors thak investment 6iens .nidecthy thc

recommendations of Citigrouprtenith For investhiØiti advisory

programs which include asset aUocation..fetmtures theThiancial advisors

assist clients in choosing an asset allocation model which is comprised of

mutual funds.exchangetmaded funds jJor separately nianaged

ccountsmanaged bya third party manage1. In sómees the

financial advisors may choose such mutual ftmds .ETFsor separately

managed accounts The SB Channel generally makes voting decisions

fr customers according to the recommendations of third-party proxy

dvisory.firineg RiskMtrics In relatively rtiall number of cases

where..suth urns have conflicts or otherwise are unable to provide

recomtnenda2ions voting decisions armade by committee of

employees of the SB Chaiinel

For Smith Barney third-party man aged account programs The SB
Channel delegates the discretionaiy authOrity thiit.it is granted by the

Confidl.TreamntReqetd Sy MSSBMÆrgan Sianley rndCidtoip- 0010

EJ73u282O.13



May29 2009

Page II

FOIA CONPDE.rUAL TREATMENT REQUESTED PURSUANT TO 1.7 .C.k2O08

customCrs tot 4-p mamigçrt whônakc voting and vestment

decisions ftr the ersih managed accounts

As is evident the two Channels have their own separate processes for making

voting and mvesunent decisions and where their own representatives are actually

exercising discretionary at thoritv these decisóhs bÆed.onindependent factors

Thtse processes will generally stay in place through the parties apphcable Relief Periods

and coinbined with the other facts set fotth nthis letter minim ze concerts regarding

thesharing of information and or4inatedinvetinent aid votthg decisions While

employees of eaeh Channel at the semor levels may Internet from time to tune

ntajlc an would not be coordinated at thi frye

fl hifmanon..Bth

Commencing atLegal.Day OiieMSSB Mörgn Stanley and Citigroup Will

maintain informatii barriers to protect their respective customers trading information

Morgan.Stanley and Citigoup will not share information about their customers trail

with MSSB.4 nor will they share with..MSSB lef bon about their propi1e.ytrading

except as necessary to indicate the existence of inventeiy or to facilitate an MSSB
trade MSS3 will not ihare information with Morgan Stanley or Citigroup about it

trading except as neces axy to eecuteath through MSôr CGMI Morgan Stanley

and Citigroup will not share infonnatioi about their pending investment banking or

merkers and aeqwsttions transactions with MSB except to the extent MSS1i
paiticzpating with one or both flims lit thstrutzon dfsecuraies or asnecesary to

.nstatutbty tr dingt.rstrctions..suob eUAlthough

MSSII will not maintain formal information harness between the MS Channel and the SB
Channel we note that during the patties applicable Relief Periods registered

representatives in the SB.Channei will not have computer systems acesta custOmer

positIons and trading information in the MS Channel and registered representatles in

the MS Channel will not have computer systems access to customer positions and trading

rnformatin in the SlChanneI During the parties applicable leltef Penod customer

trades iii TheMS.CbanneFwill beciearedThrough.and.custodied at MS andizstoiuer

trades in the SB Channel will be cleared throuh and custodied at COMI As result

Morgan Stanley and Citigroup believe that it is unlikelythat regutered representatives

and customers in th two separate ChanneLs will have any practical ability to coordinate

tradhtgofseeuritles

In addition to theinfOrmatkni barriers described above fora varhty of legal and

compliance reasons Citigmup will implement information barriers between it and MSSB
ott Legal Day Otte designed to permit the posltion and activities of MSSB and Ciligreup

no t.to be attributed tOOneanOthCr for the pxrposes of Sections 13 and 16 and Rule 14e$
in accordance with the Ditaggregation Guidance However even though Citigroup will

have theseinformation barriers in place .ou.LcgalDay One because .Citigrtpwill not
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liave coi1eted.1t.lT integration effoil it.iI not hem apositnto file bcnefliaI

yfljp and .dar.rp9rts.on Legal Day Otie tht.disagggaieMSSB

IV .TcmnoranPionosa1 for LeEtd Ja One fo Monitthitafld Renotiu

Uoldiuas tu SJiC-Rctered Seunties Under Seitlons 13 a$ 16 aud on

FormSR and 1nteflns foi Such Momtiidn and Reportt For the Post

fldliefFriods

Pmpfor.Thrnporaty Relief

Dining the applicable 1ehef Period the Morgan Stanley Partfrs aniFthe

Citigroip Parties as apllethle will eorttinue the trespettve current position itiorntorntg

Ortin leludi orbenefioialownershipand of seenrities vtwhicli they liave

investment disetetion pOlicies procedures and practices Each of the Morgan Stanley

Parties and the Citigroup Parties will aggregate the securities managed and/or

beneficially dwned liythrti ofMSSII that was contribdied by üAh prly That is

the Morgan Stanley Parties will include in their tnanitormg and reporting the MS
Channel and the Citigroup Parties will include in their monitoring and reporting the SB

Channl The MS Channel is ui-rntl monitored and reported on an aggregated basis

with MS and the SlCiianrielis curten ly inonitored.andrepodonan.aggregated.basis

with Citigroup There are dedicated groups for each parent eharged with monitoring and

repor1rng its positions and these groups will continue to do such monItoring and
reporting

for eaebp eats respeetiveCharinct during such partys applicable Relief PerIod

Duthig the parties applicable Relief Periods MSSI will not report separately an
seciitiesbeneficially dbyit

In theevent that..ehhertheMorgan Stanley Parties or the Citgroup PâitIesare

required to file any reports during their applicable Relief Period on Schedule 131 or

hedule 130 or under Sttoii 16 the relevant Parties will e4d footnote disclosure

disclosing their relationship with MSSI3 In addition during their applicable Relief

Periods onoecither the.Mian.StanLey Parties or the Citigroup Parties determine that

reportable threshold has been exceeded by such parties
and their respeetwe ChanndL such

parties will include in such Ibotnote disclosure the portion of the holdings that is

attributaWeto MSSB Byway of example if the .ftigroupParties.weretofulea

Wenote thatwhulethisinformation can be4etcnnined manuattyby.eath party with

respect to an individual security for which reporting threshold has been exceeded and

filingis being made neither party currently has theablityto..inonitoi bit an ongoing and

PootnoteCoutjitued onNcxt.Page

itm hrUP
.Mrgan Stazikyas4CitpOG12
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Schedule 13G
toreport the beneficial ownership Of .asecuthywhich On an aggregated

basiS with the S13 Channel exceeds reportable threshofd they would include footnote

disclosure indicating tha.Citjgrcup wn 496 of MSSI3 andtbat the portion of the

secuiity fefiliy owned by MS SB is IXJ%of the issuerOutstanding seeuritles

With respecrto Foims 13F and SH1 thepartiessimdarlypropose that each of the

Morgan Stanley Parties and the Itlgroup Parties wdl coztznue their respective reporting

secirit ovetwhich they have iiiest%1 eat jjtior inwhlchthey

have reportable short
position or have engaged in reportable short sale and

accordmgly will aggregate with and include in their reports the securities and

transacZons in their respective Channel The parties will inlude legends in such reports

consistent with thOse descrihad in Part ILB above

RthefPthiods

Glven.their different lTsstdns and pectivelevelsofowaershjp in MSS1
Morgan Stanley and Citigroup have diffrrent timetablesfor resnlvmgtheir respective IT

chiftenges in order to be in position to aggregate with MSSB aneventuafly

disaggregnte MSSB in aceordanoewith the Disaggregation Guidance Morgan Stanly

niay be able to completely aggregate 115 position monitoring and reporting system with

MS8BoaLegalDayOrte butmnanyeventexpectstobeabletodosonolaterthan

September 30 2009 and will diaggregate MSStLinwith the Disagregation

pointto.be determined after thatdate Citigroup expectsto be able

completely aggregate and saggregate accordance with the Disaggregation Gwdauce
.ispositionmonitàringand reporting system from MSSB by .Septembe..321..

0rnote.continuedftomPreviousage

daily bajs the securities held by the portion of MS13 contributed by the other party in

orderio determine whether reporting threahdldl..bas been reached rd an aggregated

bi5 Se TCJillenges in Part below

The parties recognize that Form SF was adopted pursuant to temporary rule sCt to

expire on August 2009 and expect to follow similar approach with respect to any

successor rule andior form..

With
.isiect to this.anticipatedthning .Morgan.Stanleyis..cujrently rece ing.adaily test

feed froniitigroup Which reports positions in $eçurittes within the Channel Morgan

StanleyisinThcproeess oiadpthig its IT systems to readthisfeed adtógreg.t the

Footnote.Contimied on Next Page

Siai adCiiigrop 01113



May 29 2009

Page 14

FOIA COtWIDENTIAL TREATMENT RRQTJESTED PURSUANT TO 17 CF.R 20OS1

Accordingly the parties request that the Staff grant teniporary relief to allow each of the

Morgan Stanley Parties the Citigroup Parties and MSSI3 to report positions on thebasis

described above in Proposal far Temporai diqfdunng the applicable Relief Penod
Either MotgaiiSthnky or Citigroup may n.apoitiorto ia.rp ii4a bath

wInch no longer requires relef ear1er than the other party in this case the party that is

able to begin reporting without relief earlier will inform the StafF in writing accordingly

Similarly when either party begins disaggregatiug MSSB in accordance with the

Disaggregation Guidanec which irtÆybe befoie after the other party it will inform the

Staff in writing accordingly

Jntenrioitsfo the Post-Relief Periods

Following the integrationof the MSSB data into the Morgan Stanley and

Citigroup iTsystems the wilUiiive.theability to comply with Sctionsi3 and 16

and Rule IOa-3 and to monitor and report their respective owtiershap positions

independently The parties expect this wi ii occur no later than Septeniber3.O20Q9 Eaqh

party would report as described in Part LC above under Following the RelifPrlods

As of Septilinber 30 2009 Citigroup expects todisaggregatIMSSB1n

accordance with the DisaggregationGuidance for purposes of monitoring and reporting

interegis At future date to be determined Morgan Stanley expectsto disaregate
MS 513 in accordance with the Disaggregation Guidance for purposes of monitoriüg and

teportang interests These structures will ensure that MSSI3 is operating as separate

entity from an investment perspective and is making independentinvestment voting

dispiition and other ownership decisions At the tithbthee information barriers

policies and procedures are fully implemented the IT capability will exist such that

accurate and timely monitorkgan deportliig may bedone for MSSI3s wupoitibns

R.ationale for Reuuested.Jljef

Footnote continued from Previous Page

position information with its own position information and that of.the MS Channel

Citigroup is simrlarl receiving test feed from Morgan Stanley which will enable it to

report positions in securities within ibeMS ChatineL The implementation these feeds

is in prOgress and will1eornpkted by the end of the parties apptieable.Relief Periods

at which tithe the positions within the two ChanhieL4ofMSSB wifl also beabiI be

cothbined from an iT prsptive

C.tniidnta1 Treatmen e.qeeted by MSSfl Morgan Stanley widCitigrup 0014

A/73025280 13
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Wo buliee the .folkwb ents support The request frftliOf

Buthecc Focz4sed on Agency Rather Than Prwcipal Tradpig

3ccauseCitigronp iInot.ontr buting a.pthici$l.tadhgbusiness1oMSSBand

Morgan Stanley is coiflnbutmgjust sniall principal fraduig business the primary
business of MSSB will be retail brokerage and prIvate wealth management and the

majority of positions are in eustmner accounts the majority of whiàh ai eon

.discretionary Although MSSB will engage inUmitÆd.ainonntOf pfu.ipal trading

epeted to be for the purpose of factlttatmg customers such trading is expected to

roprcsent relatively small portion pfts overall ativtla aasult Mnrgan Stanley

and Cittgroup expect that on its owns MSSB wilt rarŁ1y ifCVer eath reportable

thre1tldsofsecutitk

If the requesti4 relief is granted each of Morgan Stanley and Citigrotp will

oontmee to aggregate and include securities managed and/or beneficially owned by its

repethe Channeiwith seUrities it managesandor benefIcially bwn Accoixlingly

even though the proposed structure may in part be mconsstent with the strict

requnnients of Section 13 and Section l6 the proposal sausfies the regulatory rationale

behind theserequirements The proposal Will teniporarilytWfihtthreguIatoiy objàctiVes

for accurate Information in the mark lace the extettt.applicablà threshoJdsniay be

exceedctL

13 .FithØiPubVc MiyO4fetives

ffi it is ossib1e that the.taoilliotbeabIe.to
close until the IT systems are developed to permit aggregation and as applicable

disaggregation of information required to be disclosed However the Importance of the

swilt and successful completion of the joint venture in the cunent market eiwironment

cannot be underestimated We believe That the monitoring and reporting thallenges faced

the proposed wut enture are unique and possibly unprecedented We also believe

that given the reasonable alternative reportLn proposal contained in this letter the

balance of public interest weighs in favor of granting the muted and temporary requestedight ihlsingo1htran sact1i dhaveic.be delayed

Suiiy IS
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aspi Reed for urgencY todost
joint nturetransaction The transaction will provide certÆiiuyata tIme hen int
confusion is tife and confidence is low Customets.of.the twO firms.ould beprovided

assurance of the future structure of their securities firm when many ace trugg1rng with

tmdaniental questions of whom they can trust with their fipances and turn to for advice

Second the jint venture structure proposed byCitigroup and Morgan Stanley is

unustial Most transactions involving changes of ownership of broker dealer are simple

acqwsitions net rcquwing the merger of two retail operations with ongoing arrangements

hgacy flrttis he ohigarnmgnent with the kyicratpecid
complications in complying with Sections 13 and 16 and Rule 1O3T and others for

which we are seeking separate rebel Moreover the harIpg of legacy ibm ownership

data that is required to pertbxm tins ftggregation raties sigrnaur ongoing business

concerns for the legacy 1irms Imsmesses that are not contributed to MSS13 particularly

for Citigroup which does not have management control over MSSI3 Not only do these

unique monitoring and reporting challenges not arise in most transactions as discussed

fuflher in the next paragrap1i they also are mere ebaflengmg in this transaction than the

issues reeorninonly raised

Third the scale of the joint venture is unusually large touching more than tO

million eestorner accounts andcreatingtechnekigicalchallenges.of.incnsescope For

MSSB Morgan Stanley and Citigroup to respond to the resuftmgthsciosure chaIlcnges

they must make extensive changes ta multiple systems covering range of monitoring

and business uses thven their scale temporary manual flxes to address these problems

are not.praeticrrble and would notresultin accurate infurmation being cotrthtendy

provided in timely manmier to the public The scope of these systems changes is perhaps

unprecedented for combination reta operations

Fourth despite the sigaificant challenges posed by the scope of these systems

changes MSSB Morgan Stanley and Citigeup are coimmited to implementing the

changes in timely and comprehensive manner Therefore the requested relict to last

only lbr the relativeLy short nerbn period until such implementation is compktc so that

CU$toflthntyreive the benefit of certai pmside4by cinSinThO

See SRc.N-4ckm Letter- Her Miesty Government hctngclkin
Repornn dated Dwemlier 10 2008 which was granted in part based on the United

Kingdom.governments responsetO The international financili crisis.

c4cnliTeanntedby M5513 Morgan SlàIey And Cii up -OQi

A7382SJ3
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rarisaction as soon as possible The requested relief will allow the parties to close the

tradsact ion more quickly and is appropriate and in the public interest giveit the current

financial marketturmoil

In view of the unusual struzture of thejoine etturc trnnsaction the scale óf the

joint venture the massive resulting sytcrns changes the urgent need to provide certamty

to customers and the turmoil in the financial markets we believe that it should bc

possible far the Staff to provide relief in this situation ithoitereating.aptecednt that

may be ised by others where the exigent circumstances present here do noi Cxist

Moreover we believe that the provision of relif in this circumstance wili benefit

investors.and the public and will not be
contrary to the Commissions invØtor protection

mandate

CoordinaiIon.ofG1ohai..Reguiaiory.Regmes

EachafMbrgan Staitky and .Citigroup is subJeeto disclosure of interest regimes

globally with each having its own requirements and standards for global monitoring and

reporting Accordingly monitoring and reporting on agobal level will require an IT

system that will work effectively on global basis and implementing this system will

take time

IT Chziieiges

From practical standpoint it may difficult fbMorgan Stanley .gnd Ciligroup

to resoIvthe ITintegration ehallenges.prior to or immediately after closingUte

transaction such that they and MSSB ma effectively monitor and report in any way on

Legal Day One other thm what is proposed As noted above therewill be significant

work involved in integratIng the MSSB data into two coulpames IT systems and in the

meantime there will be substantial product data and system dissonance That said the

two firms are miLmg dihgmt efforts and have project teams in place to achieve sufficient

IT integration as soon as praettab1e to be able to comply with thseklsure regulations and

maintain the confidentiality at sensitwe wnershmp data without needing to implement

onerous nianttalsoltaions To date each of MS and Citigroup have exchanged dais feeds

of their reporting positions that will be contributed to MSSI3 on Legal ay One and the

parties are working with these feeds as described in Note above However the parties

expect the integration issues for the IT systems that are rulevant position reporting to

be rolved gradually over few monthswith goal of gomplete integration by

September30 2009 Each of the two.firnis hasa project plan withclŁarly defined IT

milestonesand goals afldwhich sets ut the steps that havbeeit thknand th steps that

remain to be ink toward complete integration.

To the extent that theJT systems are not integrated as necesanry to facilitate

compliance by Legal Day One inanual workarounds would be the cimtt possible

CniidentiM Treainies Requtd.hy MSSW Mogtni iitailey and Citigroup 0017

A/7302525013
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reporting solution absent rehef HoWever th tdscale of MSSf3s brokerage

operations rnkes such manual workarôunds inmpractical and any form of manual

workaround two vciy large organizatioiis raises nmficaiIt concerns regarding the

tliflty.ofthua and the isu oncluio and ntthtg in addition prearingand

implementmgthese manual wrkarounds would require aigniticant IT work and would

ultimately distract and delay the finn respective IT groups as well as their compliance

personnel from their primary goal of IT gauon and strict compliance with the rules

in the near term

The fLtowing are srne ofthe...fF lses httnust be reso ed befàre The

successful integration of the MSSB data Into the Morgan Stanley and Citigroup IT

system thonitoring.anddisclósures pttrposes

$ecuriUes data identification issnes many securities there is no

common mtemannnat security kientifler This is particularly the ease for

structured products and denvatwes where the linkage between the

derivative and an underlying listed secuuity may nse4 to bemiutudy
established to ensure that firm .aggregatepcaitiotidata isacetirate

Morgan Stanley and Cmgroup use different methods of identifying these

securities in their respective databases As resuLt there will be

discrepancies if the pesitkm data is integrated prematurely Ta rösnlve

jijisSue transtatleitab1e.tnuatbcreated.tà ifrflinate.ihC

discrepancies before the Contributed Businesses position data may be

ecinibamed The processof creating sueh table and mapping the relevant

data from Citigrpups systena Morgan Stanleys and vie versa will

be tIeottswningandifficu1t

Eata Mndel thfferences Morgan Stanley and Citigroup use different

data rnodls andultimately..ca .choirposition data differently

Morgan Stanley and Citigroup are working together to find common
data model in cirder.iprocessthepositionstógeth.r Each.IT

coulcctsdifferentinfonnation about customer accounts and even where

they collect the same infonnation they may do so differently

complicating efforts to det idne which data should beineludedin

reports and ewbtld.e.calcutatdpartkularlyforpwposesof

populating Schedules 3iii3F and FtinnSli

Logitics fotT fning DLe the scusitishymfthe

Morgan Stanley and Ckigrup rnust agree on secutWày to transfer and

warehouse cross-finn mfonuation to ensure that confidential information

is not disclosed Although Morgan stanley and Citigroup have different

tools available to dothis they must agree upon standarda to

implemented onbothsidcs..inorder.tobegiu autotha trnsinissionsin

Cnntiaitaimm tiiciukdby MS5 $dtigmtp
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Tlus.effortcan take th if one of the parties needs to

acquire and install new tools in order to supTh4eiunta

As edabvh patties.xpect these variOUs.ff integration itto resolved

gradually ii few iThEths withÆ goal of complete inteation by Sep her 30 209

Temjiiy Soiutioz

Pinally sadmostnotably the prpposal.ftr 1g One soælya.Ie poray
soluon proposed in the interest ofpmvidtng market transparency under dfThpft

circumstances It isict permanentaud is nierely meant tohrtdpthereportifiggap Until

the integithi issusfôr the if systems that are rekvant to position iportin are

resohed With repeet tothe Morgan Stanley Prtie this maybe by Legal Lay One but

could extend until Septeniber 302009 and with respect to the Citigroup Parties and

MSSI3 this rsexpected to be by September 30 2009 Each of the Morgan Stanley

Parties the Citigroup Parties and MSSB will monitor and report in compliance with the

rules as written as soon as such patty has the independent capabdity to so or shortly

thereafter As noted above either Morgan Stanley or Citigroup may be in position to

hegiii repon abasiswhith does not require tliefearlier .atheothetaud earlier

than MSSB in this case the party that is able to begin reporting ithout relief earlier will

inform the Staff in writing acordsngly In addition when MSSI3 begins reporting on

aram.basis itwifi alsti inform the Staff in .ccerdingIIc

VI Coiwluo

In conclusion MSSI3 the Morgan Stanley Parties nd the Citigroup Parties

request thatthe Staffof the thvisiotioiCorporttion Fitiance.atid the Ditisiowöf

investment Management confirm that they would not recommend to the Conumsaton that

it take enforcement action against MSSB the Morgan Stanley Parties or the Citigroup

Parties under Section 13 and Section 16 and Rule Oa-3T ifthey temporarily report

positions on the basisdescribed above

VII .Cfl4tjglT reatnentRewiest

As of the date of this letter the parties have not publicly disclosed certain

ithbrmatiou contained berein induding their expectations regarding the closing date of

the trau$actlon Public availability ofthis information could hav adverse consequences

for the parties Per example an unexpected delay in the closing could be interpreted by

market participants as an indication that there are material difficulties with the joint

venture when none in fact exist Accordingly notice of this letter is also being sent to

the Office of Freedom of Information and Privacy Act Operations of the Comnussion

and we repectfulJy request that the Commission accord confidential treatment to this

re4uestnd.nywrhtenrespnse frOrnthe Staff there pursuant.to 17 C.FAt 2008l

andeqQifl9
Afl32528Ot3
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until the earlier ofi the CioaingDate and iithe dai.thatTiT20d53ifrOth the date pf

the.Statis response totbis letter

Please contact Laurie Cerveny of Birigham Mccutchen.LLP at 617 9S14527
Miseha Travers of Iavis Polk Wardwell at 650 752-2014 or the undersigned at the

abovephqn4Smbs to discuss any questions or commentate this 1etter

Sincere4yyoth

John
P4Jtzschneider

cc Michelle OroschakoffMorgan
Anne Cooney Morgan Stanley

Rose-AnneRichS Morgan Stanley

Dennine Butlard Mingasi Stanley

JoyGó Kratfler.Morgan .stanley

Mih$lc Wilke Morgan Stanley

Neal $jQIvan Q3ingham .t4cCntÆben 121
Amy Kroll Bin$ha tMcCuttheu LEt
Hardy Calleott Bmghani McCutdhen LIP
.jaqriçryçy Bingham.McCutóhen LLP
Karyn Potak Citigroup tæc
AU Karshan Citlgtôup the
Lenny Schwartz Oavts Polk Wardwoll
Mbcha Traversbwvis Polk Wardwell
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